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TO COUNTY ASSESSORS, COUNTY COUNSELS, 
AND OTHER INTERESTED PARTIES: 

PUBLIC HEARING 
PROPERTY TAX RULES 460 THROUGH 471 . 

The State Board of Equalization adopted on an emergency basis 
Property Tax Rules 460 through 471, effective July 3, 1978, 
to provide guidelines for the assessment of property pursuant 
to Article XIIIA of the Constitution. 

Enclosed is a notice of public hearing of Rules 460 through 471 
to be heard in Room 102, 1020 N Street, Sacramento, on August 22, 
1978, at 10:00 a.m. 

Written comments with regard to the enclosed notice are welcome 
and should be directed to me. If you wish to present testimony 
pertaining to the rules at the hearing, please notify me by 
mail at the above address or by telephone, 916/445-6479, by 
August 11 so that an orderly agenda can be prepared. 

Sincerely, 

Janice Masterton 
Calendar Clerk 

JM/k 
Enclosure 



NOTICE OF ADOPTION OF EbIERGl3JCY REGULATIONS 
BY THE STATE BOARD OF EQUALIZATION 

Notice is hereby given that the State Board of Equalization, 
pursuant to the authority vested in Section 11409 of the Govern- 
ment Code (Administrative Procedure Act), and to implement, 
interpret or make specific sections of Article XIII A of the 
California Constitution and Sections 110, 110.1, 110.5 and 110.6 
of the Revenue and Taxation Cod?, has adooted and filed as an 
emergency on July 3, 1978, regulations in Title 18 of the 
California Administrative Code as follows: 

(1) Adopts Regulation 460 to >-orid: 

460. General AppTication. 

(a) Sections 1 and 2 oL F Article XIII A of the Constitution 
provide for a limitation on property taxes and a procedure for 
establishing the current taxable vL- alue of locally assessed real 
property by reference to a base year full cash valLz which is 
then modified annually to reflect t-he inflation rate not to 
exceed two percent per year. 

(b) The following de finitions govern the construction of 
the terns in the rules pertaining to Sections 1 and 2 of 
Article XIII A. 

(1) Rase year. The assessment year 1975-76 --- 
serves as the o~T!n21 base year. Thereafter, any 
assessment year in ~hic:l real property, or a portion 
thereof, is purcha:;c,d, is newly constructed, or 
changes ownership shall become the base year used in 
determining the full value for such real property, or 
a portion thereof. 

(2) Full cash value. 

(A) The fullczsh value of real property 
means the "full cash value" as defined in 
Section 11.0 of the Revenue and Taxation Code, 
as of: 

1. The lien date in 1975, for the 
base year 1975-76, ar,d 

2. The date such real property is 
purchased, is ne-;liy constructed, or 
changes ownership after the 1975 lien 
date, the full cash value of kihich 
shall be enrolled on t::e lien date 
next suckediug the da-cc when sub 
real property, or nortion thereof, 
is purchased, is newly constructed, 
or c.!ic?n?cjcs c;rnershi-p , Lor the 1976-77 
base ycifr and rhcrcaftcr. 
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(B) If real property has not been appraised 
pursuant to Section-405.5 of the Revenue and Taxation 
Code to its appropriate base year full cash value, 
then the assessor shall reappraise such property to 
its full cash value for the appropriate base year 
lien date. Suclh reappraisals may be made at any 
time, notwithstanding the provisions of Section 

3 ' 405.6 of the Revenue and Taxation Code. 

(3) Restricted value. Restricted value means a 
value standard other than fuil cash value prescribed by 
the Constitution or by statute authorized by the Constitution. 

. (4) Full value. Full value (appraised value)means 
either the full cash value or the restricted vaiue. 

(5) Inflation rate. For each lien date after the 
lien date in which the base year full value is determined, 
the full value of real property shall be modified to 
reflect the percentage change in cost of living, as defined 
in Section 2212 of the Revenue and Taxation Co&; provided, 
that such value shall not reflect an increase in excess of 
2 percent 0 f the taxable value of the preceding lien date. 

(6) Taxable value. Taxable value moans the base 
year-full value factored annually by the inflation rate. 

(7) Property tax rate. The property tax rate is 
the rate calculated in accordance f.?ith the ad valorcm 
tax limitation prescribed by Section 1 of Article XIII 
A of the Constitution. 

(2) Adopts Regulation 461 to read: 

463.. Changes to Taxable Value. 

(a) Removal. The taxablevalue of real property, or portion 
thereof, physically removed from the site shall be deducted from 
the property's taxable value, provided that such net taxable 
value shall not be less than zero. 

(b) Depreciation. The taxable value of real property shall 
not reflect changes for depreciation, appreciation or changes in 
zoning after the base assessment year full value has been 
established other than by the inflation rate. 
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(3) Adopts Regulation 462 to read: 

462. Change in Omership. 

There shall be a rea;,oraisal of real property as of the date 
of the change in okmerz!li? of tjat property. The reappraisal 
trill establish a ne:+ base ~'ear full value and will be enrolled 
on the lien date follo-~i?g^ 7' ,ne chahge in ownership. Except as 
provided in subsection (5,) a:nd through (f) of this section, 
"change in cwnershio" rcl"zrs to al1 trar,s fcrs of property whether 
by grant, gift, devise, inheritance, trust1 contract of sale, 
addition or deletion of an o;~zc;', Droperty settlerent, or any 
other change in t5e rethod of holdyng title, krhether by voluntary 
or involuntary transfer or by operation of law. If any portion 
of property is transfer-cd, o::hcr th;?r. an undivided interest, 
then only that portio:: tra:?sf.?z-red :Arill be revalued. 

(a) A transfer of the full fee title of land and/or 
* improvements by' any IY?ZIS is a sufficient change 

in ownership fzr rea7praisil. This includes sales 
of units in planned ;*ev.zloDi:;ents as defined in 
Sections 11303 and llOGS.l-of the i3usincss and 
Professions Cori,c and condoknims as defined in 
Section 783 of the Civil Code. 

(b) When less than the fee title passes, the following 
rules apply: 

(1) A transfer of bare legal title, such as a 
security int?rcst, is not a change in ownership. 

(2) A transfer of equitable title is a change in 
ownership. 

A transfer oE bcr?efic: La1 use and possession, 
other tha:> lcascs i IC! t;~>;abl<t ~CPSSCSSOT~ 

interests of 10 ;-ears or less, including a 
transfer of stock cf a corporation v~~~-~d L-J CL. 
with legal title k:hich co;?VeT~s to the 
tran s f e r e 2 L t:le e:cclusi~~rc z-ic,;t to occupancy 
and posseszion of tne real property, is a 
change in o*ti;nersnip. 

(c) Forec10s~~re. -- I 

(1) Mortgage or deed of trust foreclosed by 
judicial action Is a sufficient change in 
ownership only: 

(N AfiLc!r the Lr;rior! of rcdcz:>t:S 011 has p,assed 
and ~;T~o;::~<z,- '!;(;.:; xot be::il redc:cmed, or 



(d) 

(e) 

(f) 
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(B) Upon redemption when title vests in the 
original dsbtor's successor in interest. 

(2) Deed of trust foreclosed by trustee's sale shall 
cause a reappraisal after the sale has taken place. 

Tax deed and tax sale. A tax sale to the state will 
not cause reappraisal, but a sale by the state of 
tax-deeded property will cause reappraisal. The 
reappraisal will take place whether the original 
owner redeems from the state or a new owner purchases 
from the state. 

Leases and Taxable Possessory Interests. The creation 
or renewal of a lease for more tnan 10 years is a change 
in ownership causing reappraisal. The transfer of a 
lessee's interest, whether by assignment or sublease 
for more than 10 years, is also a change in ownership. 

(1) The transfer of the lessor's interest by any 
means is a change in ownership causing 
reappraisal. 

The following transactions do not warrant reappraisal: 

(1) Mere recording of a deed of trust or mortgage 
given as security for a loan. 

(2) Change of name for the same person on a deed. 

(4) Adopts Regulation 463 to read: 

463. Newly Constructed Property. 

- (a) The term "newly constructed" means aid includes any addition or 
inprpvement to land, 6&her classifi&i as land or ~rovement for puqoses of 
enrollment, and any addition of new improvements or alteration of exis"cing 
*rovements if said alteration results in a conversion to alother use or an 
e&en&ion of the econcmic life of the improvement. 

Examples of alterations that qualify as "newly constructed" and thereby 
rquire current market value appraisal of the alteration are those that result 
in any increase in the usable square footage of a structure, the renovation of 
what was formerly residential property to make it usable for com-rercial purposes 
and vice versa, the conversion of property from one commercial use to another, 
and any alteration that materially increases the usefulness of the structure, 
such as the addition of a bathroom. 

E>rcludcd frcm alterations that qualify as "neatly constructed" is constructicn 
or reconstruction perfomd for the purpose of routine or normal maintenance and 
repair, e.g., interior or extericr painting, replaccXEnt of rcof coverings and &e 
addition of aluminum siding. Also excluded artz alterations Mich do not result ii1 
an increased u5efulncss of existing facilities , !such as ocz-zurs in the mz&zni.zation 
of a kitchen. 
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F'or.-purposes of Section 2(a) of Article XIII A of the Constitution, the 
definitions of land and ~rovom~nts ccntaincd in Sections 121 and 122, respectively, 
and the examples contained in Section 124, shall apply. 

. 
(b) When real property, or a portion thereof, is newly constructed after the 8 

1975 lien date, the assessor shall ascertain the full value of such "newly con- 
structed property" as of the date of completion. This will establish a new base 
year full value for only that portion of the real property which is newly constructk!. 
The *aable value of pro-y whi& is rzmved during construction shall be deduct>2 
frcm the taxable value of pre-existing property; provided, that such net taxable 
value shall not be less than zero. 

New construction in progress on the lien date shall be appraised at its full 
value on such date and each lien date thereafter until the date of ccTletion, at 
which tine the entire port&on of property which is newly constructed shall be 
reappraised at its full value. 

(5) Adopts Regulation 464 to read: 

464. Ek3tptions. 

Article =I1 A does not repeal any property tax exemptions granted or 
authorized by the Constituticn on or before July 1, 1978. The prc?rty tax rate 
shall apply to the current taxable value less any exem@.ions a??licable to a 
specific pro2er-Q. EZarnples of the application of partial exem@ions are as follo..:s: 

. (a) Hmemners' ex%m&ion. The property tax rate applies to the 
current taxable value of property qualifying for the honoomers' 
exwtion less the value of the exqtion. m 

(b) Veterms' cszmtion. The su! of 25 percent of the taxable value 
of tax&lc assets and 100 mrccnt of the current full cash t-alum 
as &fin&j in &vpnuc md &-pyjt.ion CT&e Section 110 for non-taltable E?SSC& 

will determine the limitation for the veterans' 
property tax exemption. Article XIII A contains 
no provision for reconsidering the granting of 
the exemption prior to 1978. The property tax 
rate applies to the current taxable value of s property qualifying for the veterans' exemption 
less the value of the exemption. 

(c) Disabled veterans' exemDtion. The property tax 
rate apples to current taxable value of property 
qualifying for the disabled veterans' property 
tax exemption less the value of the exemption. 

(6) Adopts Regulation 465 to read: 

465. Nonprofit Golf Courses. 

When appraising real property used exclusively for nonprofit 
golf course purposes in accordance with the provisions of Section 
10 of Article XIII of the California Constitution, the assessor m 
shall a scertain the value of such property on the basis of such 
use, plus the full value attributable to any mineral rights, as 
of the appro;)riate base year, regardless of the date such property 
qualified under the constitution21 provisions. 



(7) Adopts Regulation 466 to read: 

466. Valuation ar.d Enrollment of Trees and Vines. 

The base year full value of fruit and nut trees, vines, bushes, 
or other perennials when planted in orchard, grove, or vineyard 
form whether or not enforceably restricted shall be the most recent 
of the following: 

(1) The full value as of the 1973 lien date, 

(2) The full value as of the date of planting, or 

(3) The full value as of the date of a change in 
ownership. 

The full value of trees and vines exempted by Article XIII, 
Section 3(i), of the State Constitution shall not be enrolled 
until the lien date following the expiration of the exemption. 

(8) Adopts Regulation 467 to read: 

467. Possessory Interests. 

Regardless of the date of creation of the interest, the 
assessor shall ascertain the full value of all taxable possessory 
interests‘ as of the 1975 base year, unless a change in o%ncrship 
(e.g.- a lease in excess of 10 years) or new construction 
establish a new base year full value for the possessory 
interest, or portion thereof. When it appears that the term 

of the possessory interest, determined in accordance with 
Section-23, 
there shall 
to an end. 
value. 

will-end at the conclusion of the estimated term, 
be no reduction of full value as the term draws 
The value in this instance remains the taxable 

(9) Adopts Regulation 468 to read: 

468. Oil and Gas Producing Properties. 

Petroleum, natural gas, and other fluid hydrocarbons are 
natural substances of the earth, and are classified as land. 
The volume of these hydrocarbons that will be removed from the 
land consists of the amount that is classified at a given time 
as "proved reserves." Proved reserves are the volumes of crude 
oil and natural gas which geological and engineering information 
indicate, beyond reasonable doubt, to be recoverable in the 
future from oil and gas reservoirs under existing economic and 
operating conditions. The development of proved reserves by 
drilling and completing wells and by installing production 
systems constitutes an addition to real property and the 
production of oil and gas constitutes a removal of real property. 
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(a) The full value of an oil or gas producing property 
is its base year full value adjusted for depletion 
of reserves. The value attributable to such 
depletion shall be determined annually employing 
the economic data that applied in the base year. 

(b) The base year of newly developed reserves shall be 
the date of completion of the well or the installation 
of the production system. I 

(10) Adopts Regulation 469 to read: 

469. Mines and Quarries. 

Organic and inorganic minerals and rocks are natural sub- 
stances of the earth, and are classified as land. The volume 
of minerals or rocks of acceptable quality that may be removed 
from the land under existing economic and operating conditions 
are classified as reserves. The creation of reserves by 
exploration or by development constitutes an addition to real 
property and the production of the minerals or rocks from a 
reserve 

(4 

(b) 

constitutes a removal of real property. 

The full value of a mine or quarry is its base 
year full value adjusted for the depletion or' 
reserves. The value chcnc!e attrihutnhle to the 
depletion of rescr ves shall be determined 
annually employing the economic data that applied 
to the establishment of the reserves in the base 
year. 

The base year of new reserves shall be the year 
in which either development or mining occurs. In 
the absence of specific information on added 
reserves at a given property, the prior year's 
cost of development may be employed as a minimum 
indicator of the value of added reserves. 

(11) Adopts Regulation 470 to read: 

470. Open-Space. 

All land subject to open-space enforceable restrictions 
imposed under provisions of the California Land Conservation 
Act shall have a base year restricted value determined by one 
of the following methods: 

(a) If enforceably restricted prior to the 1.975 lien 
date with no subsequent change in ownerrh.ip, the 
base year full value is the 1975 restricted value. 


